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financial summary 


YEAR ENDED JUNE 30 


Net sales 

Income before income taxes 

Income taxes 

Net income 

Preferred dividends 

Common dividends 

Earnings retained in the business 


1965 

1964 

(Restatedf) 

INCREASE 

DECREASE 

7 

"housands of Dollars 

$461,288 

$433,462 

$27,826 

32,083 

30,142 

1,941 

15,772 

15,921 

149 

16,311 

14,221 

2,090 

581 

612 

31 

8,822 

8,807 

15 

6,908 

4,802 

2,106 


Per Common Share 


Income before income taxes 
(after deducting preferred dividends) 

Income taxes 

Net income 

(after deducting preferred dividends) 


$7.84 

3.93 

3.91 


$7.38 

3.98 

3.40 


$ .46 

.05 

.51 


Thousands of Dollars 


Net current assets (working capital) 

$ 78,720 

$ 73,878 

$ 4,842 

Plant property 

98,980 

93,593 

5,387 

Other assets 

6,847 

3,591 

3,256 

Long-term debt and preferred stock 

35,067 

31,175 

3,892 

Deferred income taxes 

7,126 

5,273 

1,853 

Common stockholders’ equity 

142,354 

134,614 

7,740 


1 1964 restated to include all subsidiaries, 
etc. See report and notes to 
financial statements, page 21. 

















report to stockholders 



We are pleased to present the Financial Sum¬ 
mary on the preceding page and to report to 
you on the Company’s results for the year ended 
June 30, 1965. 

Fiscal 1965 was a year of change and progress. 
New records were attained both in sales volume 
and in profits. More new products were launched 
than in any previous year. 

CONSOLIDATED The Company carries on 
FINANCIAL important operations out- 

STATEMENTS side the United States and 
Canada. This year, financial data of all sub¬ 
sidiaries have been included in the consolidated 
statements in order that the statements will pre¬ 
sent a comprehensive summary of total financial 
position and operations. Last year’s balance 
sheet and the income statements for the last 
four years have been restated to reflect this 
change and the reassignment of certain prior 
year adjustments to the applicable years. 

SALES AND Our consolidated sales of 
$461,288,252 compared with 
$433,461,727 last year. 

Net income after taxes was $16,310,552 as 
compared with $14,221,108 the year before. 

In both sales and net income, the fiscal year 
1964-65 was the best in the Company’s history. 
Earnings per share of common stock were $3.91 
as compared with $3.40 per share a year ago, 
an increase of 15%. 

Common dividends were $2.20 per share. 
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GROCERY During the year the market- 

PRODUCTS j n g investment in the Com¬ 
pany’s brands was sharply increased. Of equal 
importance was a marked increase in the 
efficiency of such investments. As a result, new 
highs in sales and profits were achieved in our 
grocery products business. 

Every one of our established cereals showed 
an increase in profit contribution. 

Cap’n Crunch was the outstanding marketing 
success of the year, not only for us but for the 
entire cereal industry. In less than one year it 
has become a leader in the fast-growing pre¬ 
sweetened segment of the market. Life’s share 
of market also increased, and Quaker Puffed 
I Wheat and Quaker Puffed Rice turned in a 
satisfactory performance. The Company’s mar¬ 
ket share of the growing ready-to-eat cereal 
business increased significantly last year. 

New Instant Oatmeal did well in its test areas, 
and further expansion will occur in 1965-66. 
Other new breakfast cereal products will be test 
marketed during the current fiscal year, 
i Aunt Jemima Easy-Pour Pancake Mix, made 
with specially granulated flour for easier pour¬ 
ing and mixing, was introduced last fall and 
contributed to the growth of our pancake busi¬ 
ness. Aunt Jemima Frozen Waffles continued 
to gain in sales and distribution while additional 
frozen "Toaster Kitchen’’ items were put into 
test market. 

Pet foods accounted for a large share of our 
total sales gain. The leadership of Ken-L 


New products introduced in the past ten years 
represent an increasing proportion of our total 
Domestic Grocery Products sales (Excluding Burry). 

% of Domestic Grocery Products Sales 


“ 1% 3% 4% 4% 7% 9% 10% 14% 24% 



'56 ’57 '58 '59 ’60 ’61 *62 ’63 '64 '65 


Ration in the canned dog food market increased 
with the national introduction of Ken-L Ration 
Stew. Both market share and volume increased, 
despite greatly heightened competitive pressure. 
Because new product types are growing in pop¬ 
ularity, we are currently test marketing Ken-L 
Ration Burger, a convenience dog food that 
looks just like hamburger. 

Our Puss ’n Boots brand reversed a two-year 
decline in sales of canned cat food, thanks to 
better marketing and a growing consumer ac¬ 
ceptance of the new gourmet line of six luxury 
varieties. However, our Puss ’n Boots dry cat 
food has not yet achieved a satisfactory share 
of the market. 

Quaker and Aunt Jemima Corn Meal and 
Grits maintained their leading market position 
while providing an improved contribution to 
profit through better margins. 

Although the Burry Biscuit Division achieved 
record sales, operating results were not com¬ 
mensurate. It has been necessary for us to 
make both marketing and manufacturing in¬ 
vestments to build stronger brand franchises 
while bettering manufacturing costs. With a 
new marketing team, we continue to be optimis¬ 
tic about the Burry Biscuit Division’s profit 
potential. 

Once again, Wolf Brand Chili, the favorite of 
the Southwest, turned in a good performance. 
This regional business has proved to be a fine 
investment. 
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lO single serving packets 




The best in nourishment plus the ultimate 
in convenience. New Instant Quaker 
Oatmeal cooks right in the bowl and is 
now available in regional markets. 


Research activities at the lab¬ 
oratories were at an all-time 
high, and indications are that 
the pace will quicken in the 
year ahead. Research in food, pet foods, 
chemicals, and feed has become more closely 
oriented to the Company’s marketing objectives. 
The notable success of such new products as 
Cap’n Crunch demonstrates the vital role of 
research and development in the growth of our 
Company. 

There will be continued expansion in re¬ 
search and development efforts. We are staffing 
up to insure that we will have personnel capable 
of meeting the research requirements of our 
ambitious corporate objectives. 

CHEMICALS Both sales and profits for the 
Chemicals Division were at 
record highs. For most of the year we ran our 
plants at capacity. The growth of demand for 
our products, combined with boxcar shortage 
and weather problems, has made it necessary 
to allocate our chemical products for the past 
six months. 

We are working intensively to increase pro¬ 
duction from our existing plants and, concur¬ 
rently, are making engineering studies on new 
plants. 

Furan and tetrahydrofuran, both made from 
furfural, are now established as our newest 
commercial products. Sales are modest and 


limited by our ability to produce furfural, but 
we believe the long-term outlook for these 
chemicals is good. 

During the past year, we completed a new 
hydrogen unit at Memphis, Tennessee, and an 
addition to our furfuryl alcohol plant there. A 
second furfuryl alcohol unit is being installed 
at Omaha, Nebraska, and will be completed 
during the current quarter. 

In recent years, our emphasis has been on 
developing markets for derivatives of the basic 
product, furfural, and our efforts in this direc¬ 
tion have been quite successful. Last year we 
started commercial production of furan and 
tetrahydrofuran, and this year we will start 
the production of QO Polymeg, made from 
tetrahydrofuran, and which we hope will find 
uses in the various plastic industries. We 
believe that these compounds have a good 
future, and we look forward to the continued 
growth of our chemicals business. 

FEED As reported last year, our feed 

business is directly related to 
the price of meat, milk, and eggs. These end 
product prices have been more favorable during 
the past year. This has resulted in an improve¬ 
ment in the Feed Division’s profit contribution 
to the Company even though tonnage was off 
slightly, due mainly to continued vertical inte¬ 
gration in the poultry business. 

The country’s agricultural economy has 


NEW 

PRODUCTS 

THROUGH 

RESEARCH 
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Cap’n Crunch: He and his loyal crew ; 
launched the most successful new cereal | 
In over 10 years. 


changed and continues to change rapidly. These 
major shifts require new products, new pat¬ 
terns of distribution, new services, and better 
organization. To meet these new requirements, 
we have not only modified and strengthened 
our feed organization, but we are continuing to 
emphasize the importance of cost and market¬ 
ing efficiency so as to provide the best possible 
value for our farm customers. 

Our feed receivables are about the same as 
they have been for several years and are in ex¬ 
cellent condition. 

Our Lawrenceburg, Indiana, properties have 
been sold, and construction of a new feed 
manufacturing plant is in progress at Castleton, 
Indiana. This move provides a better mill 
location to serve Indiana and Ohio customers 
and gives us cost advantages of a modern push¬ 
button type feed plant. 

INTERNATIONAL Over-all sales outside the 
DIVISION United States were the 

equivalent of $102,000,000 as compared to 
$96,000,000 last year. 

In Europe sales continued to increase, but 
profits were lower than last year. Our earnings 
in the United Kingdom suffered from increased 
introductory expenses on new products. The 
development of our markets in West Germany, 
France, and Italy continues to require under¬ 
writing. The pace of introduction of new 
products has been accelerated. Cap’n Crunch is 


being test marketed in the United Kingdom 
and Scandinavia. Pet food products are being 
sold in the United Kingdom, Scandinavia, and 
the Common Market countries. New conve¬ 
nience foods were added to our grocery prod¬ 
ucts line in Great Britain by the acquisition of 
Sutherlands Foods Limited, and in Scandinavia 
by the acquisition of Tarta A/S, as described 
on page 15. 

Sales and profits again increased in Latin 
America, although exchange weaknesses limited 
the improvement. New products introduced a 
year earlier contributed significantly. We foresee 
continued expansion of our activity in low-cost, 
convenience foods based on local eating habits. 

Our Canadian volume was about the same 
but earnings were lower than last year, mainly 
due to reduced export business and underwriting 
of new products introduced during the year. 
However, our grocery products business contin¬ 
ues to grow in both volume and profit contri¬ 
bution. Cap’n Crunch was successfully launched 
in Canada, and several promising additions to 
our pet food product line were test marketed. 

Important additions of management were 
made during the year in key parts of our inter¬ 
national organization. We believe these changes 
will considerably strengthen our marketing pro¬ 
grams in the larger markets where we operate. 
The accelerated pace of research and develop¬ 
ment of new grocery products in the United 
States appears to offer improved opportunities 
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A new look for an old favorite. Waffle 
sales are accelerating in this bright 
yellow bag, and new Aunt Jemima 
Toaster Products are soon to pop up. 
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for profitable growth through the introduction 
of similar items in our foreign companies. 

OPERATIONS While continuing emphasis 

EXPENDITURES ° n qUality > Servke > and COSt 
control, the manufacturing 

area concentrated on capital installations to ex¬ 
pand present facilities, and to produce new 
products. Major projects involved the start of 
new ready-to-eat cereal facilities at Shiremans- 
town, Pennsylvania to serve eastern grocery 
markets, extensive modernization of oat milling 
operations at Cedar Rapids, Iowa, and expansion 
in eastern and mid western frozen food and pet 
food production units. Property, plant, and 
equipment expenditures aggregated $14,623,205 
as compared with $14,842,106 in fiscal 1964. 
Capital expenditures are expected to increase 
significantly this year. 

Our transportation service now offers pal¬ 
letized shipments to the grocery trade on a 
national basis, and a computerized car control 
system is being inaugurated to assure definite 
delivery dates. 

Prices for purchased supplies were reasonably 
stable throughout the year, although several im¬ 
portant increases are anticipated in the months 
ahead. 

CORPORATE A year ago we set up a sep¬ 
arate Corporate Planning 
Department to coordinate all of the planning in 
the different areas of the business. Our objective 


was to develop a total plan of action, both 
short-term and long-term. 

We have made good progress. We are doing 
a better job of setting goals and objectives, and 
we can measure results more effectively. Also, 
the process has proved to be beneficial in the 
evaluation of investment opportunities. 

Our corporate plan calls for continued growth 
of the business, with the development and mar¬ 
keting of new products playing a major role. 
We expect to make substantial allocations of 
resources in areas with maximum potential, 
principally in convenience foods, pet foods, and 
chemicals. 

MANAGEMENT It is with sorrow that we 
record the death of Mr. John R. Staley, Vice 
President — Traffic, on November 7, 1964. His 
loss has been deeply felt by his many friends 
and associates. 

We are pleased to announce the following 
elections and appointments which took place at 
the December 16, 1964 meeting of the Board 
of Directors. 

Mr. John D’Arcy, Jr., was elected Executive 
Vice President—Operations. Mr. D’Arcy joined 
the Company in 1939, has served as a vice 
president since 1954 and as a member of the 
Board of Directors since I960. 

Mr. Augustin S. Hart, Jr., was elected Execu¬ 
tive Vice President — International. Mr. Hart 
has been with the Company since 1937. He 
has been a vice president since 1954 and a 


9 






member of the Board of Directors since I960. 

Mr. Archibald McClure was appointed Vice 
President—Production. Mr. McClure has served 
in various production assignments since 1946, 
most recently as Director of Production. 

Mr. Anthony J. Dimino was appointed Vice 
President — Latin America. Mr. Dimino has 
been Manager — Latin American and Pacific 
Operations and has been with the Quaker 
organization since 1952. 

Mr. Sam H. Flint was appointed Vice Presi¬ 
dent— Traffic. Mr. Flint, formerly Director of 
Traffic, has been with the Company since 1953. 

In June of 1965, Mr. Henry W. Crutchfield 
was appointed Vice President — Feed Division. 
Mr. Crutchfield has been General Feed Sales 
Manager and a member of the Quaker organiza¬ 
tion since 1940. He succeeds Mr. Isaac S. Riggs, 
who has undertaken a special assignment which 
will continue his invaluable contribution to 
the Company. 

BOARD OF At the September 16, 1964 
DIRECTORS meeting of the Board of Di¬ 
rectors, Mr. Silas S. Cathcart, President of 
Illinois Tool Works, Inc., was elected a member 
of the Board. Mr. Cathcart has been an execu¬ 
tive of Illinois Tool Works since 1948 and 
president of that company since April 1964. 


On November 6, 1964, Mr. John Stuart be¬ 
came the Company’s first Director-Emeritus. 
His decision to retire from a career which 
began 64 years ago had been announced pre¬ 
viously. We are pleased that he continues to 
provide invaluable counsel in matters of impor¬ 
tance to the Company’s continued progress. 

Mr. Frank C. Schell, Jr., who has been asso¬ 
ciated with the Company since 1951 and is 
now Vice President — Corporate Planning, was 
elected a Director at the annual stockholders’ 
meeting. 

We have been fortunate in having above 
average grain crops of good milling quality, 
and prospects for this year look favorable. 

# # * 

Again, we want to thank our people here 
and abroad, our stockholders, and all of those 
friends with whom we work. 

Donold B. Lourie 

Chairman of the Board 

Robert D. Stuart, Jr. 

President 

September 15, 1965 
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Dogs, like people, welcome variety in 
their diets. This nutritious stew is the 
newest addition to the Ken-L Ration line. 
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A major accomplishment of the past year was the launch¬ 
ing of new advertising campaigns for such familiar 
products as Quaker Oats, Puffed Wheat and Rice, Ken-L 
Ration and Puss ’n Boots. Penetration and awareness 
studies, as well as unsolicited comments from consumers, 
indicate that these fresh new approaches have been quite 
effective in creating a modern and friendly image for 
these brands. 

It was a particularly successful year in television. 
Both of the Company’s regular alternate-week half hours 
— "Bewitched” and "My Three Sons” — rated consist¬ 
ently among the top 20 shows on the air. "Bewitched” 
was judged by critics and viewers alike as the best new 
show of the season, reaching up to 17 million homes 
per telecast. 

In selecting these new programs, we have been mindful 
not only of our desire to reach large audiences, but also 
of our responsibility to sponsor only quality entertain¬ 
ment acceptable for all-family viewing. 

This fall we will strengthen our position in nighttime 
television by co-sponsoring three half-hour comedies on 
the American Broadcasting Company network. These 
will start the new season the week of September 13. 

“Bewitched”—Thursday, 8:30 (EST) 

Elizabeth Montgomery and Dick York will return with their 
"bewitching” bag of tricks, made even more interesting this 
year with an addition to the family. 

“O.K. Crackerby I"—Thursday,9:00 (EST) In Color 

A comedy starring Burl Ives as the richest man in the world — 
a widower with three children tenaciously striving to achieve the 
social status for them his oilfield background has denied him. 

“F Troop”—Tuesday, 9:00 (EST) 

Forrest Tucker and Larry Storch provide a great comedy team 
as non-coms at an Army post on the Indian frontier in post- 
Civil War days. 


A scene from the production of another 
entertaining episode of the popular 
“Bewitched” television series. 


► 
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Quaker is a world-wide business 



foreign acquisitions 


OUR BRITISH 
SUBSIDIARY, 
QUAKER 
OATS LIMITED 


— acquired Sutherlands Foods 
Limited of Sheffield, England, 
in November, 1964. Suther¬ 
lands is the leading brand in 
the growing seafood and meat-spreads market. 
These high-quality convenience products, widely 
used for sandwiches and snacks, are a fine addi¬ 
tion to the line. 


OUR DANISH —acquired Tarta A/S of Co¬ 
penhagen, Denmark, in April, 
1965. Tarta is the leading 
brand of Holland Rusks in Scandinavia. This 
convenient form of bread is very popular in 
Europe and its use continues to grow. 





















consolidated balance sheet 

The Quaker Oats Company and Subsidiaries 


ASSETS 

JUNE 30, 1965 

JUNE 30, 1964 
(Restated f) 

CURRENT ASSETS: 



Cash 

$ 12,820,822 

$ 12,217,355 

U.S. Government and other marketable 
securities, at lower of cost or market 

15,792,429 

18,847,081 

Accounts receivable, less reserves 

41,213,446 

35,222,496 

Inventories of grain, materials, products 
and supplies, at lower of cost or market 

52,483,329 

44,269,564 

Total current assets 

122,310,026 

110,556,496 

OTHER RECEIVABLES 

AND INVESTMENTS 

483,416 

366,277 

PREPAID EXPENSES 

2,730,176 

2,193,275 

PROPERTY, PLANT 

AND EQUIPMENT, at cost: 



Land 

4,469,984 

4,342,196 

Buildings and improvements 

51,716,015 

50,717,096 

Machinery and equipment 

102,572,421 

94,680,742 

Country elevators 

7,716,388 

7,749,693 


166,474,808 

157,489,727 

Less reserves for depreciation 

67,494,834 

63,897,076 


98,979,974 

93,592,651 

PATENTS, TRADE-MARKS, 

TRADE RIGHTS AND 

GOODWILL, less amortization 

3,633,413 

1,031,481 


$228,137,005 

$207,740,180 

See accompanying notes to financial statements. 

11 964 restated as described in the notes 
to include all subsidiaries, etc. 
























LIABILITIES 


JUNE 30, 1965 


CURRENT LIABILITIES: 
Accounts payable 
Notes payable to banks 
Income taxes payable 
Other accrued liabilities 
Dividends payable 
Total current liabilities 

LONG-TERM DEBT: 

3 Vi% notes, due February 1, 1977 
Obligations of foreign subsidiaries 


DEFERRED INCOME TAXES 

CAPITAL STOCK AND EARNINGS 
RETAINED IN THE BUSINESS: 

Preferred, $100.00 par value, 6% 
cumulative, authorized 250,000 
shares; issued 180,000 shares 

Common, $5.00 par value, 

authorized 6,000,000 shares; issued 
June 30, 1965, 4,018,619 shares 

Amount in excess of par value 

Earnings retained in the business 


Less stock held in treasury — 
June 30, 1965, 83,246 shares 
of preferred, at cost 


$ 14,720,115 
5,242,357 
8,097,168 
13,175,151 
2,355,208 
43,589,999 

20,000,000 

5,392,106 

25,392,106 

7,125,899 


18,000,000 

20,093,095 

25,217,520 

100,466,458 

163,777,073 

11,748,072 

152,029,001 

$228,137,005 


JUNE 30, 1964 
(Restated f) 

$ 11,965,865 
2,125,766 
7,226,295 
13,011,524 
2,349,381 
36,678,831 

20,000,000 

1,351,301 

21,351,301 

5,272,790 


18,000,000 

20,018,415 

24,388,440 

93,558,291 

155,965,146 

11,527,888 

144,437,258 

$207,740,180 
























statement of consolidated income and earning 

The Quaker Oats Company and Subsidiaries 

i 


YEAR ENDED JUNE 30 

INCOME 
Net sales 

Cost of goods sold 

Selling, general and administrative expenses 
Income from operations 
Other deductions — net 

Income before Federal and foreign income taxes 
Federal and foreign income taxes 

NET INCOME FOR THE YEAR 

Per common share 

EARNINGS RETAINED IN THE BUSINESS 
Earnings retained — beginning of year 

Dividends: 

The Quaker Oats Company: 

Preferred stock 
Common stock 

Burry Biscuit Corporation and subsidiaries 
(prior to acquisition) 

Earnings retained — end of year 


See accompanying notes to financial statements. 
f 1961-1964 restated as described in the notes 
to include all subsidiaries, etc. 









etained in the business 


1965 

<61,288,252 

$28,286,784 

99,974,977 

33,026,491 

943,836 

32,082,655 

15,772,103 

16,310,552 

3.91 

93,558,291 

109,868,843 

580,524 

8,821,861 


100,466,458 


1964 
(Restated f) 

1963 
(Restated f) 

$433,461,727 

$422,676,784 

316,971,197 

308,878,655 

85,160,079 

80,738,541 

31,330,451 

33,059,588 

1,188,123 

783,988 

30,142,328 

32,275,600 

15,921,220 

16,920,959 

14,221,108 

15,354,641 

340 

3.66 

88,755,680 

82,911,546 

102,976,788 

98,266,187 

611,667 

711,186 

8,806,830 

8,799,321 

$ 93,558,291 

$ 88,755,680 


1962 
(Restated f) 

1961 
(Restated f) 

$410,287,214 

$410,761,961 

296,535,811 

291,254,885 

83,223,421 

84,797,092 

30,527,982 

34,709,984 

325,356 

158,380 

30,202,626 

34,551,604 

15,800,187 

18,282,068 

14,402,439 

16,269,536 

340 

3.84 

77,992,705 

70,551,555 

92,395,144 

86,821,091 

791,166 

930,987 

8,457,073 

7,378,214 

235,359 

519,185 

$ 82,911,546 

$ 77,992,705 
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statement of consolidated source and use of funds i 

The Quaker Oats Company and Subsidiaries | 

4 


YEAR ENDED JUNE 30 

SOURCE OF FUNDS 
Net income for the year 
Depreciation and amortization 
Deferred income taxes 
Disposal of capital assets 

Common stock issued under 
stock option plan 

Increase in long-term debt 
Reduction in working capital 

USE OF FUNDS 
Property, plant and equipment 
Cash dividends 
Treasury preferred stock 

Increase in trade-marks, 
trade rights and goodwill 

Other 

Increase in working capital 


196S 

1964 
(Restated f) 

$16,310,552 

$14,221,108 

7,504,451 

6,457,695 

1,853,109 

1,696,267 

2,230,941 

1,942,271 

903,760 

202,508 

4,040,805 

384,445 


2,730,126 

$32,843,618 

$27,634,420 

$14,623,205 

$14,842,106 

9,402,385 

9,418,497 

220,184 

3,007,789 

3,101,442 

654,040 

4,842,362 

366,028 

$32,843,618 

$27,634,420 


1 1964 restated as described in the notes 
to include all subsidiaries, etc. 






















NOTES TO The consolidated financial statements include 
FINANCIAL The Quaker Oats Company and all its sub- 
STATEMENTS sidiaries. The balance sheet at June 30, 1964 
and the statements of income and earnings retained in the 
business for previous years have been restated to reflea the 
inclusion of foreign subsidiaries not formerly consolidated. Also, 
certain previously reported adjustments relating to prior years 
were reassigned which changed net income for fiscal years ending 
June 30 as follows: 1964 — decrease $731,000; 1963 — de¬ 
crease $281,000; 1962 — increase $237,000. 


The balance sheet at June 30, 1965 includes net assets of 
companies located as follows: 



U.S. and 
Canada 

Europe and 
Australia 

Latin 

America 

Current assets 

$106,024,580 

$11,701,750 

$4,583,696 

Current liabilities 

32,559,547 

7,891,610 

3,138,842 

Net current assets 

73,465,033 

3,810,140 

1,444,854 

Other assets 

2,587,125 

3,865,021 

394,859 

Properties, less reserves 
for depreciation 

84,162,502 

11,512,971 

3,304,501 


160,214,660 

19,188,132 

5,144,214 

Other liabilities, etc. 

25,882,256 

5,758,729 

877,020 


$134,332,404 

$13,429,403 

$4,267,194 


Foreign properties have been translated at U.S. dollar cost at 
dates of acquisition; net current assets, other assets and other 
liabilities have been translated at the lower of cost or current 
rates of exchange. Income and expense items other than depre¬ 
ciation have been translated at average rates, and depreciation 
at rates used to translate the related properties. 

The reserves for possible loss on uncollectible accounts deducted 
from accounts receivable amounted to $2,152,065 at June 30, 
1965 and $1,768,657 at June 30, 1964. 

Provisions for depreciation included in the statement of income 
aggregated $6,956,890 and $6,116,539 for the years ended 
June 30, 1965 and June 30, 1964, respectively. 

Provisions for Federal and foreign income taxes include 
$1,853,109 and $1,696,267 for the years ended June 30, 1965 
and June 30, 1964, respectively, for deferred tax liability relating 
to depreciation for tax purposes, and are reduced by the Federal 
investment credit. 

Under the 1964 Qualified Stock Option Plan, eligible officers 
and other managerial employees may be granted options for the 
purchase of common stock at market value on date of grant. 
Options are exercisable after one year provided specified re¬ 
quirements are met, and expire five years from date of grant, 
or earlier under certain conditions. No further options are avail¬ 
able under the I960 Managerial Stock Option Plan. Options 
granted are exercisable in varying annual percentages after one 

(Continued next page) 


21 
























Notes (Continued) 

year from date of grant and expire ten years from that date, or 
earlier under certain conditions. 

Option changes during the year ended June 30, 1965 are sum¬ 
marized as follows: 


Number of Shares 
I960 Plan 1964 Plan 


Outstanding at July 1, 1964 

236,417 


Granted at $63,125 per share 


146,292 

Less: Exercised (14,611 at $60.50; 

325 at $66.3125) 

14,936 


Terminated 

140,311 

2,992 

Outstanding at June 30, 1965 

81,170 

143,300 


Shares remaining available for option 206,700 


Of the outstanding options at June 30, 1965, 44,650 shares are exer¬ 
cisable at $60.50, 13,444 at $80.50, 23,076 at $66.3125, and 143,300 
at $63,125. 

The excess of the proceeds over the par value of the stock issued less 
expenses of issuance ($829,080) was credited to amount in excess of 
par value of common stock. 


ACCOUNTANTS’ OPINION 

The Quaker Oats Company: 

We have examined the financial statements of The Quaker 
Oats Company and its subsidiaries, except six foreign subsidiaries, 
for the year ended June 30, 1965. Our examination was made 
in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the 
circumstances. We were furnished reports of other accountants 
on their examinations of the financial statements for the year of 
the six foreign subsidiaries, which are deemed to be not signifi¬ 
cant either individually or in the aggregate. 

In our opinion, based on our examination and the reports of 
other accountants referred to above, the accompanying consoli¬ 
dated balance sheet and statement of consolidated income and 
earnings retained in the business present fairly the financial 
position of The Quaker Oats Company and its subsidiaries at 
June 30, 1965 and the results of their operations for the year 
then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year, after giving retroactive effect to the restatement of prior 
years’ financial statements as described in the notes to financial 
statements; and the accompanying statement of consolidated 
source and use of funds for the year ended June 30, 1965 pre¬ 
sents fairly the information shown therein. 

HASKINS & SELLS 
Certified Public Accountants 

Chicago, Illinois 
August 26, 1965 
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why food is a bargain 

Despite some recent headlines about high prices, the American people 
enjoy a higher standard of eating for a smaller share of their income 
than at any time in history. Government figures show that consumers 
spent less than 1$W out of each after-tax income dollar last year 
as compared with 2in the post-war period of 1947-1949. 

This remarkable achievement of the food industry is the direct result 
of the increasing efficiency of farmers, manufacturers, and distributors 
in our keenly competitive economy. Each contributes uniquely to 
the creation of America’s amazingly abundant and varied food supply 
— at bargain prices no other nation can begin to match. 



a growing family of products 

QUAKER AND MOTHER’S OATS 
LIFE CEREAL AND CAP’N CRUNCH 
QUAKER PUFFED RICE AND WHEAT 
AUNT JEMIMA MIXES 

AUNT JEMIMA AND QUAKER CORN MEAL AND GRITS 

AUNT JEMIMA FROZEN FOODS 

BURRY BISCUITS AND COOKIES 

FLAKO MIXES 

WOLF BRAND CHILI 

KEN-L RATION FOR DOGS 

PUSS ’N BOOTS FOR CATS 

FUL-O-PEP FEEDS 

Q 0 FURFURAL AND OTHER CHEMICALS 
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plant locations 
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THE QUAKER OATS COMPANY 


FOREIGN SUBSIDIARIES 


Akron, Ohio 

Asheville, North Carolina 
Castleton, Indiana 
Cedar Rapids, Iowa 
Chattanooga, Tennessee 
Clarksville, Tennessee 
Corsicana, Texas 
Cuero, Texas 
Decatur, Alabama 
Depew, New York 
Evanston, Illinois 
Jasper, Alabama 
Los Angeles, California 
Marion, Ohio 
Memphis, Tennessee 
New Bedford, Massachusetts 
New Brunswick, New Jersey 
Omaha, Nebraska 
Oregon, Illinois 
Pascagoula, Mississippi 
Pekin, Illinois 
Rockford, Illinois 
St. Joseph, Missouri 
Sherman, Texas 
Shiremanstown, Pennsylvania 
Sioux City, Iowa 
Wilmington, California 


BURRY BISCUIT DIVISION 
Buena Park, California 
Elizabeth, New Jersey 
Tucson, Arizona 

COUNTRY ELEVATORS 

Iowa 

Kansas 

Mississippi 

South Dakota 

SALES OFFICES 
in principal cities 
of the United States 
and Canada 

RESEARCH LABORATORIES 
General and Mechanical 
Barrington, Illinois 

EXPERIMENTAL FARMS 
Barrington, Illinois 
Libertyville, Illinois 


CANADA 
Brampton, Ontario 
Edmonton, Alberta 
Guelph, Ontario 
Peterborough, Ontario 
St. Jerome, Quebec 
Saskatoon, Saskatchewan 
Smithville, Ontario 
Trenton, Ontario 
Wallaceburg, Ontario 

LATIN AMERICA 
Buenos Aires, Argentina 
Cali, Colombia 
Mexico City, Mexico 
Porto Alegre, Brazil 
Valencia, Venezuela 

AUSTRALIA 
Melbourne, Australia 

EUROPE 

Copenhagen, Denmark 
Grevenbroich, Germany 
Ijmuiden, The Netherlands 
Nakskov, Denmark 
Rotterdam, The Netherlands 
Sheffield, England 
Southall, England 
Valvasone, Udine, Italy 
Whitehaven, England 
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jboard of directors 

DONOLD B. LOURIE 
Chairman of the Board of Directors 


I SILAS S. CATHCART 
President, Illinois Tool Works, Inc. 

'JOHN DARCY, JR. 
f Executive Vice President—Operations 

| COLIN S. GORDON 
1 Vice Chairman of the Board of Directors 

fHOWARD HALL 

\ President, Iowa Manufacturing Company 

> AUGUSTIN S. HART, JR. 

.Executive Vice President — International 

JAMES H. HILTON 

Director — University Development 

Iowa State University 

\ Members of the Executive Committee 


• WILLIAM G. MASON 
Vice President 

H. EARLE MUZZY 

MERRILL E. OLSEN 

Vice President and General Counsel 

• FRANK C. SCHELL, JR. 

Vice President 

GILBERT H. SCRIBNER, JR. 
President, Scribner & Co. 

* R. DOUGLAS STUART 

* ROBERT D. STUART, JR. 
President 

PRESTON A. WELLS 
Agriculturist 


director-emeritus 


STUART 


JOHN 

officers 

f DONOLD B. LOURIE 
Chairman of the Board of Directors 

[COLIN S. GORDON 
Vice Chairman of the Board of Directors 

ROBERT D. STUART, JR. 

' President 

^ JOHN D ARCY, JR. 

Executive Vice President — Operations 

I AUGUSTIN S. HART, JR. 

| Executive Vice President — International 

THOMAS B. BARTEL 

Vice President — Employee and Public Relations 

HENRY W. CRUTCHFIELD 
Vice President — Feed Division 

ANTHONY J. DIMINO 
i Vice President — Latin America 

HOMER R. DUFFEY 

Vice President — Chemicals Division 

VICTOR ELTING, JR. 

Vice President — Advertising 

SAM H. FLINT 
Vice President — Traffic 

HARTLEY C. LAYCOCK, JR. 

Vice President — Research and Development 


ANGUS MACDONALD 
Vice President — Purchasing 

WILLIAM G. MASON 
Vice President — Sales 

ARCHIBALD McCLURE 
Vice President — Production 

JOHN R. MURRAY 

Vice President — Grain and Ingredient Purchasing 

MERRILL E. OLSEN 

Vice President and General Counsel 

ISAAC S. RIGGS 
Vice President 

FRANK C. SCHELL, JR. 

Vice President — Corporate Planning 

BASIL C. L. SUMMERS 
Vice President — Europe 

WILLIAM H. BALL, Treasurer 

ROBERT A. BOWEN, Controller 

WILLIAM F. DEBELAK, Secretary 

JOHN L. EMERY, Assistant Treasurer 

WILLIAM G. KROMER, Assistant Treasurer 

HOWARD J. THOMAS, JR., Assistant Secretary 






















